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EXECUTIVE SUMMARY

Since the first quarter of 2010, FICO and PRMIA have polled bank risk 
professionals each quarter regarding their predictions for the next six
months and the impact of current events on their field.

This quarter shows consistency with previous quarters, and notably seems more
optimistic regarding issues that over the past two quarters have seemed to be the
source of growing uncertainty. Predictions support the view that over the next six
months consumers will request and utilize higher amounts of credit. While this
has some risk managers worried that delinquency levels may be affected, most
agree that lenders are likely to extend higher amounts of credit as requested. A
second highlight of the current report revolves around a potential shift in attitudes
on student loan delinquency, potentially showing that the concern in this area 
may have peaked.

Key findings and predictions about the next six months:
� 15.1% look for levels of student loan delinquencies to drop, and a plurality,
43.8%, look for them to remain the same. This is in sharp contrast to Q2 when
only 6.4% of respondents predicted a decrease.

� In all delinquency categories surveyed, a plurality of respondents predict that
levels will remain the same, with majorities predicting status quo in auto loans
and small business loans.

� While most (56.5%) feel that the average balance on credit card accounts will
increase, this number is slightly down from Q2 (63%).

� A majority (54.9%) predict the number of existing customers who request 
credit-line increases will rise.

� In five of the six supply and demand categories, a majority of respondents
believe that supply for personal loans will meet demand, with the lone category
remaining (supply for residential mortgages) showing a plurality (47.1%) 
predicting supply to meet demand.

� A high degree of variability was noted in respondents’ grading of consumer
credit applications they expect to see over the next six months. This suggests
that lenders are seeing many different consumer profiles in their positions, 
furthering the validity of the FICO/PRMIA survey to make predictions involving
consumers across the spectrum of financial ability.

� A majority (62.4%) feel that the wealth gap poses a growing risk to the financial
system in North America. 
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Optimism in Delinquency Predictions, Even in Student Loans Debt

KEY FINDINGS AND ANALYSIS

Looking at the industry as a whole, over the next six months,
do you expect: (check all that apply)
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In Q2, 2014 the FICO/PRMIA survey found a pattern of results that suggests a stable
outlook on the next 6 months. Q3, the present survey, sees this trend continue, with
the bulk of respondents surveyed predicting the level of delinquencies in all cate-
gories will stay about the same. This is particularly interesting in the area of student
loan debt, with 43.8% predicting levels will stay the same, and 41.1% predicting an
increase. While small, this is the first time in many surveys that predictions of the
same level have outweighed predictions of increase, suggesting that while student
loan debt is still certainly a volatile topic, analysts may be starting to see a shift to
stability. For comparison, in Q2 an additional 10% (a total of 51%) predicted that 
the level of student loan delinquencies would increase, with only 6.4% looking for a
decrease. In Q3, 15.1% now predict some form of decrease over the next six months.

Looking at residential mortgages, many (49.7%, slightly up from 48.5% in Q2)
believe that the level of residential mortgage delinquencies will stay the same, a 
consistent belief in previous quarters as well. In home equity lines of credit, a 
near majority (49.7%, virtually unchanged since Q4 2013) also believe that we will
continue to see the same levels of delinquencies. Credit card debt, notably, appears to
show a different trend from Q2. In Q2, nearly half (43.3%) expected the level of credit
card delinquencies to increase, while 38.9% expected levels to remain the same. 

In the present survey, only 27.4% look for an increase in delinquencies on credit
cards, with 47.9% now predicting levels to remain the same. This reverses a two-
quarter trend in predictions of increase outweighing status quo, suggesting that the
indicators some analysts had been looking to in their evaluation may have changed.
Consequently, risk managers now feel more confident credit card delinquencies will
stay the same over the next six months.

Finally, in other categories, the majority of respondents feel that the level of 
delinquencies will stay the same (53.4% predicting this in auto loans, 59.6% 
predicting no change in small business loans). 

In summary, the results of the Q3 survey speak of optimism in stability over the next
six months, with no category identified as one to watch for increases in delinquency.
This reverses trends observed over the last two quarters in credit card debt, and over
several quarters in student loan debt. This is, hopefully, a sign of less concern in
terms of both of these loan categories. 
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Consumers Will Utilize More Credit, Lenders Likely To Approve Requests

Looking at the industry as a whole, over the next six months,
do you expect: (check all that apply)
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Whereas outlook on delinquency appears to speak to stability, many respondents
are more mixed in terms of consumer credit usage over the next six months. For
example, in Q2 2014, 57.3% expected that interest rates on consumer credit would
increase. However this quarter, it returns to a slim majority (50.3%) as it had been
in previous quarters. In looking at approval criteria for credit and loan products, a
majority (58.9%, up from 49.2% in Q2) expect it to stay the same, and a majority
(56.5%, down from 63% in Q2) also look for consumers to carry a higher average
balance over on their credit cards. Finally, 51.7% (slightly up from Q2) see the 
volume of credit/loan applications rising, while a majority (59.6%) also predict the
aggregate amount of credit requested to increase. Sentiment seems to be the same
as in Q1 and Q2: wait-and-see.  Consumers will still be approved for credit and
loans at the same rate, but sentiment is split on if rates will increase (50.3%) or stay
the same (44.1%). Average balances are likely going to go up (according to 56.5%),
along with the aggregate amount of credit requested, which may be problematic if
consumers are not financially healthy enough to prevent delinquencies. 

Additional predictions in consumer credit show many (44.1%, virtually unchanged
from Q2) feel that the approval rate for consumer credit and loans will remain the
same, and respondents appear to have resolved some ambiguity on predictions
regarding amount of consumer credit extended. Whereas in the past two quarters 
a split between predictions of increase and predictions of status quo had been
observed, this quarter sees a majority (50.7%) believing that the amount extended
will increase. In sum, over the next six months we will likely see consumers utilizing
more credit, which lenders are likely to provide to them. 
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Consumers Will Ask for More Credit, But Delinquency Predictions Uncertain

0% 20% 30% 40%

The number of existing 
customers who request 

credit-line increases to

The total number of delinquencies 
(of 90 days or more) on consumer 

lending products to

The number of new delinquencies 
(of 30 days or more) on consumer 

lending products to

50%

Increase significantly 

Increase somewhat

Remain the same

Decrease somewhat

Decrease significantly

10% 60%

Looking at the industry as a whole, over the next six months, do you expect:

This quarter’s FICO/PRMIA survey finds that 54.9% of respondents predict that the 
number of existing customers who request credit-line increases will rise, while 43% believe
it will stay the same, numbers within 2% of last quarter’s predictions. Additionally, a near
majority (48.6%) predict the total number of delinquencies will stay the same – with 
predictions of increase (30.3%) less than 10% higher than that of decrease (21.1%), 
suggesting differences of opinion. Finally, a near majority (49.6%, the same as Q2) 
believe that the number of new delinquencies will remain the same.

Overall, the numbers suggest consumers will be asking for more credit, with some mixed
sentiment on the implications for delinquencies over the next six months. While a near
majority remain convinced the status quo will continue, nearly equal numbers straddle 
the middle predicting either increases or decreases in overall delinquencies.
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Optimism in Small Business Outlook

Previous FICO/PRMIA surveys have shown increased optimism regarding small businesses’
use of credit, and the present survey appears to continue this trend, suggesting the slight
hesitation noticed in the Q1 2014 report has resolved itself. 

A large majority (64%) predict that the amount of credit requested by small businesses will
increase, down only slightly from Q2 (67.7%). Approval rates, throughout last year predicted
to remain stable, are expected by many (46%) to stay the same, and many (44.5%) believe
that the amount of credit extended to small businesses will increase over the next six
months. These numbers are remarkably similar to Q2, suggesting that this area may be
more stable in term of predictions than other areas of the FICO/PRMIA survey. Risk 
managers appear to have confidence in small business growth.
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Current Topics: Credit Supply, HELOC End-of-Draw Issues, 

Grading Future Applications, and The Greatest Risk to Consumers
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The FICO/PRMIA survey devotes a number of questions each quarter toward current 
topics. Beginning in Q3 2012, credit supply became a major focus of the current topics
section, broken out by multiple categories. In five of the six categories polled (supply 
of credit for mortgage refinancing, credit cards, auto loans, small business loans, and 
student loans), a majority of respondents felt that supply would meet demand (with this
prediction most favored in the student loan category, with 58.0%). In general, Q3 2014
predictions appear more optimistic than Q2, with predictions of sufficient supply and
demand higher by several percentage points in each category. In the remaining category,
supply of credit for mortgages, a plurality of respondents felt supply would meet demand
(47.1%). The somewhat disconcerting prediction that supply would fall short of demand,
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A second current topic discussed was the fact that the OCC and other agencies have
noted there is risk related to the Home Equity Line of Credit (HELOC) end-of-draw issue
(i.e., recasting). The FICO/PRMIA survey found that over two-thirds of respondents
(70.5%) were at least somewhat concerned about such issues in the Q2 survey. However,
this number fell in Q3 to 64.1%, with only 17.1% reporting they were “concerned” or “very
concerned”. This suggests that end-of-draw issue may be less of a hot button issue than
in previous quarters, with less worry seemingly displayed.

made by 39% of respondents in Q2, seems to have reversed in Q3, with only 29.7% now
making the same prediction. Taken in sum, the outlook for credit supply is optimistic,
with most respondents confident that supply will satisfy demand.

The OCC and other agencies have noted growing risk as
it relates to the HELOC end-of-draw issue (i.e., recasting).
How concerned is your institution about this issue?

Not concerned

Somewhat concerned

Concerned

Very concerned

47%

13.4%  

35.8%

3.7%
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Finally, this quarter the FICO/PRMIA
survey asked two questions of a timely
nature to current issues in finance. The
first focused on the wealth gap in North
America, with a majority (62.4%) stating
that they agreed that the gap poses a
growing risk to the overall financial 
system in North America. As the gap
widens, risk managers appear uncertain
of its effect on the overall ability of the
market to remain stable. 

The final current-issue question involved
the biggest risk to consumer credit over
the next six months, as perceived by
respondents. A plurality, 41.0%, believe
the largest risk to be under employment
or unemployment, with 22.4% (a distant
second place) more concerned about the
increasing level of consumer indebted-
ness. Smaller proportions of respon-
dents were also concerned about a 
possible sudden shock to the financial
system (16.4%), rising interest rates
(11.9%), or the weakening of the housing
market (8.2%). 
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Historical Analysis
Over 18 quarters, a variety of
trends have been noted by the
FICO/PRMIA survey. This quarter
only one of the tracked questions
provided an all-time high or low;
however, various elements are
present in the data, such as:

� Only 2.1% predict that we will
see the number of requests for
credit line increases fall. This is
the lowest level on record.

� 21.1% predict the total number
of delinquencies will decrease,
a relatively high number in sur-
vey history, and the highest
since Q2 2013.

� 22.6% predict approval criteria
for consumer credit will be less
stringent over the next six
months, matching the all-time
high observed in Q3 2010.

� Nearly a third (31.3%) expect a
drop in mortgage delinquen-
cies. While this is lower than
the all-time high of 46.9% in
Q2 2013, it is the highest since
the high was set, suggesting
that sentiment on mortgage
delinquencies may be turning
more optimistic over 2014 than
it had been in 2013.

� 15.1% predict that the student
loan delinquency rate will drop,
the second highest number in
survey history, with the high
being 15.4% in Q1 2011.

� Interestingly, the number of
respondents predicting a
decrease in the average balance
on credit card accounts (11%)
is nearly 4% higher than it had
been in Q2. For a question that
has had a rather constricted
range in the past 8 quarters,
this may signify a shift in 
sentiment.
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Functional leader

Portfolio/product management

Business/risk analyst

Other

7.4%

38.2%  

14.7%

33.1%

6.6%

0%

50%

40%

30%

20%

Card portfolio

Mortgage portfolio

Auto loan portfolio

Direct deposit accounts 

Lines of credit

Student loans

10%

26.1%

19.6%

23.9%

13%

60%
59.8%

57.6%

Respondents were allowed to indicate all areas of risk that they participate in or are responsible
for. Similar to previous surveys, most respondents (59.8%) were involved in managing a mortgage
portfolio or lines of credit (57.6%), with fewer numbers managing card portfolios (26.1%) or direct
deposit accounts (23.9%). As with previous surveys, respondents were allowed to select as many
areas as they have responsibility over.

Over a third of respondents (38.2%) identified as business or risk analysts. Smaller percentages
of respondents identified as functional leaders (14.7%), portfolio or product managers (7.4%)
or Chief Risk Officers (6.6%). However, as with past surveys, a third of respondents, 33.1%,
indicated that their most appropriate job was not listed, indicating that they may be working in
hybrid or non-traditional roles in risk management.

RESPONDENT PROFILE

What is your area of responsibility (check all that apply)?
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What is the business orientation of your
institution (select the most appropriate)?

What is the size of your 
institution (by total assets)?

Wealth management, investments, retirement services

Full service bank

Discount and/or self-serve financial services

Mortgage Lender

Credit union

Credit card monoline

44.7%

34.1%

2.4% 2.4%
7.3%

8.9%

Up to $5 billion

$5 – $10 billion

$10 – $20 billion

$20 – $40 billion

$40 + billion

32.8%

43.5%

10.7%

7.6%

5.3%

Nearly half (44.7%, slightly down from last quarter) of respondents worked in wealth management,
investments, or retirement services. Also represented, a third of respondents (34.1%) worked in a
full service bank. Smaller percentages reported working at credit unions, mortgage lenders, and
discount/self-serve financial services. By assets managed, the respondent pool contained slightly
more individuals working at larger institutions ($40 Billion or greater in assets, 43.5%) than 
smaller (Less than $5 billion in assets, 32.8%).

Global

National

Regional

Local

Internet-based

6.1%

28%

13.7%

.8%

51.5%

 

25%

75%

United States

Canada
What is the geographic reach of your institution?

Most respondents were based
in the United States (75%)
while 25% were based in
Canada. Half worked at a firm
with global (51.5%) reach. 
Also represented in smaller
numbers were those at institu-
tions with national (28% of
respondents), regional (13.6%
of respondents) and local
(6.1% of respondents) reach.
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